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INTRODUCTION 


I 


Thi.s  report  sets  forth  the  details  of  the  proposed 
purchase  of  the  South  Station  property  now  under  the 
ownership  of  The  Boston  Terminal  Company. 

On  January  29,  1963,  the  Development  Administrator 
by  let-:  »r  proposed  to  Judge  Robert  Anderson  of  the 
Fed',  al  District  Court  in  New  Haven  that  the  Redevelopment 
Authority  -arch  as  e  all  the  property  owned  by  the  Terminal 
Company. 

Subsequent  to  that  date,  appraisals  have  been  made 
for  both  the  Terrain.:!  Company  and  the  BRA  and  preliminary 
negotiations  have  been  concluded. 

This  report  presents  a  proposed  development  program, 
the  details  of  a  proposed  purchase  agreement  and  a  pro- 
posed tax  settlement. 
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I 
Development  Program  For 
The  So* >th  Station  Area 
The  South  Station  area  represents  a  major  development  oppor- 
tunity for  the  City  of  Boston.   The  23  acres  now  under  the  ownership 
of  The  Boston  Terminal  Corporation  are  decidedly  underutilized  yet 
strategically  located. 

Over  11,  it  is  estimated  a  development  program  for  this  area 
can  result  in  more  than  $100,000,000  in  new  construction  over  the 
next  five  to  seven  years. 

It  is  proposed  that  a  major  South  Station  Development  Program 
be  undertaken  through  a  federally  aided  urban  renewal  project.  An 
initial  study  indicates  that  the  area  in  and  of  itself  is  eligible 
for  urban  renewal  action  under  both  Federal  and  state  law. 

The  major  elements  of  the  development  program  would  include 
(See  Map  I) : 

1.  Acquisition  of  the  South  Station  property  with  provision 
for  continued  rail  service  so  long  as  necessary  or 
desirable. 

2.  Construction  of  a  5,000  car  $15,000,000  parking  garage 
directly  connected  to  the  interchange  of  the  Massachusetts 
Turnpike  and  the  Southeast  Expressway.  The  garage  can 

be  constructed  without  disturbing  the  present  South  Station 
building  until  such  time  as  developer  interest  has  cry- 
stallized. 


< 
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3.  Development  of  a  major  office  and  commercial  building 
complex  on  the  site  of  the  South  Station  itself.   This 
parcel  of  150,000  square  feet  is  a  very  large  and 
attractive  site  which  can  attract  major  new  development. 

4.  An  intcr-city  bus  terminal  can  be  developed  to  be  inte- 
grated with  the  new  commercial  development. 

5.  The  construction  of  the  new  $12,000,000  South  Postal 
Annex  extension  can  be  integrated  with  the  entire  devel- 
opment . 

6.  The  new  $50,000,000  Stadium  and  Sportr  Arena  complex  is 
planned  to  be  located  just  across  Fort  Point  Cha  el. 

7.  Street  and  tre  oportation  improvements  would  include  the 
following: 

(a)  Adjustments  to  the  Massachusetts  Turnpike 
Interchange  to  permit  direct  access  and  egress 
to  and  from  the  garage. 

(b)  Re-routing  of  traffic  at  Dewey  Square  to  ease 
congestion. 

(c)  Construction  of  a  pedestrian  overpass  from  the 
garage  to  Summer  and  Federal  Streets  to  improve 
pedestrian  movements  across  Dewey  Square. 

(d)  The  construction  of  relocated  Dorchester  Avenue 
and  the  reconstruction  of  the  Summer  Street 
bridge,  although  not  directly  a  part  of  the 
South  Station  project,  can  be  accelerated  and 


) 
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integrated  with  the  overall  development. 
(e)   The  South  Station  MBTA  stop  can  be  improved 
with  new  escalators  and  other  station  changes 
to  provide  improved  transit  service. 

Timetable: 

The  following  timetable  could  be  achieved  in  th  execution  of 
this  project: 
Fall,  1964  -  Spring,  1965 

1.  Completion  of  Purchase  Agreement 

2.  Completion  of  Draft  Urban  Renewal  Plan  and 
Application  for  Federal  assistance. 

3.  Review  of  Plan  and  Purchase  Agreement  with 
Federal  officials. 

4.  Public  hearings  and  approval  of  Project. 

5.  Acquisition  of  the  South  Station  property 

6.  Selection  of  developer  and  start  of  architectural 
plans  for  the  South  Station  Garage. 

1966  -  1967 

1.  Start  of  construction  of  first  stage  of  garage. 

2.  Completion  of  first  stage  of  garage  (estimated 
2,000  cars) 

3.  Commencement  of  construction  of  second  stage. 
Subsequent  to  1967 

1.   Reconstruction  of  the  South  Station  property. 
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Alternative  Renewal  Projects 

There  are  three  alternative  ways  in  which  the  South  Station 
Renewal  Project  could  be  carried  out.   The  first  would  be  to 
attach  the  South  Station  to  the  CBD  Project  and  approve  the  two 
simultaneously.   The  second  would  be  to  attach  the  South  Station 
property  to  the  Stadium  site  east  of  Fort  Point  Channel  and  approve 
both  projects  as  one,.  The  third  and  preferable  method  would  be  to 
proceed  on  the  assumption  that  it  will  be  a  separate  project. 
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II 

Proposal  for  Acquisition  of  The 
Boston  Terminal  Corporation  Property 

I.   Transaction 


The  proposed  transaction  with  The  Boston  Terminal  Corporation 
is  divided  into  three  parts: 

1)  The  BRA  shall  acquire  for  a  sh  outright  that  land  (shown  in 
white  on  the  attached  Map  Number  2)  not  encumbered  by  railroad  tracks 
This  includes  the  South  Station  itself  and  considerable  land  along 
Atlantic  Avenue.  The  BRA  shall  r.lso  require  air  rights  over  all 
land  encurrbercd  by  tracks. 

2)  The  BRA  shall  acq,. ire  additional  land  (shown  in  gray  on 
the  attached  Map  Number  2)  as  it  becomes  cleared  of  railroad  tracks 
according  to  a  schedule  for  the  abandonment  of  tracks  agreed  to  by 
The  Boston  Terminal  Corporation. 

3)  During  the  scheduled  period.  The  Boston  Terminal  Corporation 
and  the  New  Haven  and  Boston  &  Albany  Railroad  Companies  will  have 
the  use  of  such  land  for  railroad  purposes  only  until  it  is  cleared 
of  tracks  in  accordance  with  the  schedule  and  at  the  end  of  the 
period  shall  have  remaining  for  their  use  two  tracks  to  service  the 
Post  Office. 

II.   Terms  of  the  Proposal 
Cash  in  the  amount  of  $4,225,000  will  be  paid  for  the  unen- 
cumbered land  and  a  note  in  the  amount  of  $2,725,000  will  be  given 


-  7  - 
for  that  land  to  be  encumbered  with  railroad  tracks. 

The  note  will  be  secured  by  a  purchase  money  mortgage.   The 
Boston  Terminal  Cc-  ^ration  shall  lease,  and  thereby  be  entitled  to 
the  continued  use  and  occupancy  of,  the  land  subject  to  the  mortgage, 
The  payments  to  The  Boston  Terminal  Corporation  under  the  note  will 
be  offset  by  the  payments  to  the  BRA  under  the  lease  over  th'5  term 
of  the  lease  and  no  transfer  of  cash  will  be  made  in  connection  with 
such  note  and  lease. 

The  lc   e  will  provide  for  an  occupancy  of  a  decreasing  number 
of  tracks  according  to  the  following  schedule: 


t;-,dle 

I 

Sched" 

le  for  Abandonment  of  Tracks 

Number  of 

Railroad  Tracks 

Year 

in  Use 

1965 

17 

1968 

14 

1971 

10 

1974 

6 

1977 

2 

III. 

Advantages 

of  the  Proposal 

1)   The  proposed  transaction  amounts  to  a  holding  back  of 
$2f 725,000  of  the  purchase  price  to  secure  the  payment  by  The  Boston 
Terminal  Corporation  of  th  rent  for  the  continued  use  of  the 
property.   This  is  the  only  feasible  method  whereby  The;  Boston 


Terminal  Corporation  can  have  continued  use  and  occupancy  of  the 
I  property,  since  any  other  arrangement  would  have  the  net.  effect  of 
increasing  the  operating  expenses  of  the  railroad. 

2)  If  The  Boston  Terminal  Corporation  does  not  abandon  the 
tracks  according  to  the  above  schedule,  it  would,  under  the  lease 
provisions,  be  compelled  to  pay  additional  rent  for  the  use  of  such 
excess  tracks.   This  additional  rent  would  not  be  offset  by  the 
payr..  nts  to  be  credited  to  The  Boston  Terminal  Corporation  under  the 
note.   Therefore,  The  Boston  Terminal  Corporation  would  be  under  a 
strong  financial  compulsion  to  adhc e  to  the  schedule  for  the 
abandonment  of  the  tracks. 

3)  The  passengt:  as  well  at:  freight  services  that  are  presently 
)  provided  at  the  South  Statio  v*  aid  be  continued  for  twelve  years 

on  a  gradually  diminishing  basis.   This  would  provide  the  time  nec- 
essary for  the  railroads  to  solve  problems  concerning  commuter  lines 
and  facilities  for  long  distance  trains  and  would  also  enable  the 
MBTA  to  provide  for  mass  transit  services  as  a  replacement  for 
commuter  railroads.   The  agreements  will  include  express  provision 
to  accomodate  possible  interim  arrangements  between  the  MBTA  and 
the  railroads. 

4)  The  total  purchase  price  for  the  property  of  $6, 950,000 
arrived  at  by  adding  both  the  cash  and  amount  of  the  note  together 

equals  the  ase-jwament  proposed  to  be  used  for  tax  purposes  as  set 

forth  in  Part  III. 

5)  Since  no  part  of  the  $2,725,0  1  passes  to  The  Boston 
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Terminal  Corporation,  it  and  the  railroad  companies  are  projected 
from  potential  claims  that  would  be  asserted  in  the  event  that  the 
Corporation  was  paid  this  sum  of  money  in  cash. 
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Tax  settlement  Proposal 

The  proposal  for  the  purchase  of  the  South  Station  property 
contemplates  a  tax  settlement  that  will  provide  for  the  payment 
to  the  City  of  two-thirds  of  the  taxes  due  and  owing  through  the 
calendar  year  1964. 

The  existing  and  proposed  assessment?,  for  the  years  19^9-1964 
are  as  follows: 

TABLE  I 
Property  of  Th  Boston  Terminal  Corporation 


Existing   d  Proposed  Assessment 

1 


Proposed 
$10,525,000 
8,940,900 
7,007,200 
6,950,000 
6,950,000 
6.950,000 
$47,323,100 


recently  agreed  upon  to  reflect  the  Post  Office 
taking.) 


Comments 

1.   For  the  years  1960-1964  the  value,  for  assessment  purposes, 
of  the  South  Station  property  was  taken  to  be  the  total,  combined 


Existing 

1959 

$10,525,000 

1960 

10,525,000 

1961 

8,591,300 

1962 

8,534,100 

1963 

8,534,100 

1964 

8,534,100 

TOTALS : 

$55,243,600 

(Note  :   Existing 

assessments 
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purchase  price  of  $6, 950, 000  as  set  forth  in  Part  I.   In  the  years 
1960  and  1961  there  has  been  added  the  value  of  that  part  of  the 
property  that  was  taken  for  the  U.  S.  Post  Office. 

2.  It  should  be  noted  that  the  1959  proposed  figure  equals 
the  existing  figure  representing  the  full  amount  of  the  assessment 
the  City  is  clc'ming  for  this  year.   It  is  proposed  that  the 
Terminal  Company  accept  the  1959  figure. 

3.  The  proposed  abatement  in  assessed  valuation  for  1960-1964 
is  14%  of  the  total  valu  tion  for  those  years.  This  appears  very 
reasonable  in  the  li<ht  of  the  declining  rail  traffic  over  these 
same  years.  For  example,  the  number  of  trains  and  passengers  in 
and  out  of  the  South  Station  has  declined  drastically  in  the  past 
decade . 

TABLE   2 

Number  of  Trains  and  Passengers  -  South  Station 
1955  -  1963 

No.  of  Trains  No.  of  Passengers 

14,780,985 

15,431,243 

14,923,415 

11,836,496 

8,113,221 

6,112,825 

3,724,306 

3,574,917 

3,496,046 

Not  yet  available 

4.  An  inspection  of  the  above  Table  shows  that  there  has  been 
a  55%  reduction  in  train  activity  at  the  South  Station  from  1959 


1955 

317 

1956 

307 

1957 

294 

1958 

278 

1959 

248 

1960 

152 

1961 

136 

1962 

120 

1963 

120 

1964 

112 

through  1964.  This  has  directly  affected  the  income  of  the  property 
and  therefore  its  value. 

5.  The  proposed  assessment  of  $6,  950, 000  exceeds  the  higher 

of  the  two  appraisals,  which  was  $5,511,000.  The  difference  is  even 
more  dramatic  when  we  consider  that  this  appraisal  includes  $981,000 
for  the  value  of  rails  and  other  rail  equipment.  '\ 

6.  The  fundamental  fact,  however,  is  that  the  taxes  can  only 
come  out  of  the  c. sh  paid  for  the  property.  The  cash  purchase  of 
$4,225,000  is  already  at  its  upper  limit.  The  settlement  of 
$1,525,000  is  more  than  33%  of  the  acquisition  proceeds  and  cannot 
realistically  be  increased  without  jeopardizing  the  entire  transaction. 

The  amount  of  taxes  propo:  d  to  be  paid  to  the  C.-'ty  is  computed 

as  follows: 

TABLE  3 

Property  of  The  Boston  Terminal  Corp/'  vat  ion 

Proposed  Reduction  in  Taxes 
Presently  Due  and  Payable 
to  City  of  Boston 


Tax  Presently 

Tax  Due  Based 

Proposed 

Due 

on  Proposed  Assessment 
$   534,085 

Reduction 

1960        $   693,605 

$159,520 

1961           249,529 

90,167 

159,362 

1962           358,941 

200,848 

158,093 

1963           342,274 

190,200 

152,074 

1964           851,703 

693,610 

158,093 

Totals;     $2,496,052 

$1,708,910 

$787,142 

Notes: 

1.  Pursuant  to  the  abatement  in  1959,  the  City  owes  The 
Boston  Terminal  Corporation  $171,716  on  account  of 
overpayment  of  taxes  for  that  year. 

2.  Interest  is  disregarded  in  the  above  Table  and  is 
proposed  to  be  disregarded  in  the  settlement. 
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Urban  Renewal  Administration  Review 

The  proposed  purchase  price  of  $6, 950,000  must  be  reviewed  and 
accepted  by  the  Urban  Renewal  Administration,  and  the  tax  settlement 
as  well  as  the  purchase  price  must  be  approved  by  the  Federal 
District  Judge.   Therefore,  it  is  essential  that  any  dep^  rture  from 
the  figures  found  in  the  two  appraisal  reports  must  be  justified. 

It  is  possible  to  substantiate  the  figure  of  $6, 950,000  on  the 
grounds  that  first,  the  two  appraisers  did  not  take  into  consider- 
ation several  factors  which  would  greatly  enhr.nce  the  value  of  the 
South  Station  property,  and  second,  did  not  divide  the  property  into 
a  sufficient  number  of  parcels  that  would  maximize  the  amount  of 
money  that  could  be  obi   ^ed  for  the  sale  of  such  property. 

1.  Post  of- 'ce  Settlement  -  One  major  factor  enhancing  the 
value  of  the  South  Station  property  is  that  the  appra-^ers  (without 
fault  on  their  part  for  the  following  information  came  to  light 
after  they  made  their  reports),  did  not  consider  the  fact  that  the 
U.S.  Post  Office  paid  in  excess  of  $4.30  per  square  foot  for  the 
property  which  it  acquired  from  The  Boston  Terminal  Corporation, 
which  property  is  very  comparable  to  the  property  'along  the  tracks 
which  does  not  necessarily  have  frontage  on  Atlantic  Avenue. 

2.  Parcelization  -  The  methods  that  are  followed  by  the  two 
appraisers  in  drawing  parcels  for  projected  industrial,  commercial, 
and  parking  uses  for  the  property  indicate  that  they  gave  too  j ittle 
attention  to  the  great  potential  the  South  Station  area  has,  in- 
cluding a  prime,  corner  at  Summer  Street  and  Atlantic  Avenue,  direct 


turnpike  access,  proximity  to  new  stadium,  etc.  As  a  result,  they 
did  not  employ  a  sufficient  number  of  building  sites.   In  one 
instance  the  appraiser  divided  the  23-acre  site  into  three  parcels 
and  in  the  other  case  the  appraiser  divided  the  site  into  only 
four  parcels.  This  world  be  all  right  if  it  is  proposed  that  a 
large  part  of  the  site  be  used  for  garage  purposes;  however,  if  it 
is  contemplated  that  ports  of  the  site  in  addition  to  the  present 
head  house  and  concourse  building  be  used  for  office  or  motel 
purposes,  it  is  reasonable  to  assu  e  that  lar  ;r  prices  could  be 
obtained  for  the  property.  Moreover,  the  appraisers  were  comparing 
the  South  Station  property  with  other  properties  that  had  nowhere 
near  the  automobile  and  train  access  that  the  South  Station 
property  has  or  will  have  in  the  near  future. 

It  is  proposed  that  the  South  Station  site  be  divided  into 
parcels  for  acquisition  purposes  as  indicated  on  the  attache  Map 
Number  2.   These  parcels  with  the  size  and  value  attributed  to 
them  are  listed  on  the  following  page. 


Parcel 


Size 


Use 


A 

38,000 

Hi  Rise  Off.  &  Com. 

B 

38,000 

Hi  Rise  Off.  &  Com. 

C 

38,000 

Hi  Rise  Off.  &  Com. 

D 

50,000 

Hi  Rise  Off.,  Motel 
Concessions 

E 

22,500 

Motel 

P 

22,500 

Motel 

G 

35,000 

Warehouse  &  Factory 

H 

35,000 

Warehouse  &  Factory 

I 

35,000 

Warehouse  &  Factory 

J 

35,000 

Warehouse  &  Factory 

K 

70,000 

Warehouse  &  Factory 

L 

68,000 

Warehouse  &  Factory 

Air 

Ri  "its 

N 

170,000 

Garage 

0 

98,000 

Garage 

Si 

M 

40,000 

G;ira<;, 

N 

170,000 

Garc 

0 

98,000 

Garage 

P 

234,000 

Garage 

Si 

TOTALS 

Per  Sg.  Ft. 

$  12 
14 
17 
20 

10 
9 
4 
6 
4 
5 

4.14 
2 


Subtotal 


Subtotal 


.25 
.20 


5 

4.7:; 

3.80 
2 


Total  Value 

$  456,000 

532,000 

646,000 

1,000,000 

225,000 

202,500 

140,000. 

210,000  V 

140,000 

175,000 

290,400 

136,000 


42,500 

19,600 

4,225,000 

200,000 
80, ,500 
372,400 
468,000 
1,847,900 


A-L  Plus  Air  Rights  on  N  and  O  4,225,00 

M-P  $1,847,900 

Salvage  of  Rail  &  Other 
Equipment  877,100 

$2,725,000      2,725,000 

GRAND  TOTAL        J6, 950, 000 
Comments 

1.  This  is  a  method  which  is  reasonable  and  supportable  in 
light  of  the  demand  for  office,  motel,  and  garage  space  that  a 
willing  buyer  would  presume  to  exist  in  the  South  Station  area. 

2.  The  area  that  will  not  be  subject  to  lease  by  the  railroads 
is  valued  at  $4,225,0CJ,  the  amount  of  cash  to  be  paid;  the  area 


subject  to  lease  plus  the  salvage  amount  equals  $2,725,000,  the 

amount  of  the  purchase  money  mortgage.   The  total  of  the  two  figures 

equals  $6,950,000,  the  amount  of  the  proposed  purchase  price. 

3.   The  substantial  departure  from  the  two  appraisal  reports  is 

found  in  the  pricing  of  the  property  that  is  located  along  Atlantic 

Avenue  on  what  is  now  the  head  house  and  concourse  building,  as 

shown  in  the  Table  below: 

TABLE   5 

Comparison  of  Proposed 

Parcel ic;at ion  with 

the  Two  Appraisa1  Reports 


Size 

Proposed  Price 

Higher  Appraisal 

a  '"eel 

(Sg.  Ft.) 

(Per 

So.    Ft 

Uu 

vaii 

e 

(Per  Sq.  Ft.) 

A 

38,000 

$ 

12 

$  11.50 

B 

33,000 

14 

11.50    •  * 

C 

38,000 

17 

11.50 

D 

50,000 

20 

10.50 

E 

22,500 

10 

5 

P 

22,500 

9 

4 

G 

35,000 

4 

3 

H 

35,000 

6 

3 

I 

35,000 

4 

3 

J 

35,000 

5 

3 

K 

70,000 

4.14 

3 

L 

68,000 

2 

3 

Air  Riqhts 

N 

170,000 

.25 

.25 

0 

98,000 

.20 

.20 

M 

40,000 

5 

11.50  (Not 
as  Air 
Rights ) 

N 

170,000 

4.75 

5 

0 

98,000 

3.80 

4 

P 

234,000 

2 

2 

SOUTH  STATION  BfcS"*  R 
Report  on  the  Proposed  Purchase 
&  Development  of  South  Station. 
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